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Incentives for REDs and RED Variations – text of law  

2010 No. 153, Sec. 4, as amended by 2012 No. 156, Sec. 13 and 
2015 No. 46, Secs. 15 & 17 

Sec. 4.  VOLUNTARY SCHOOL DISTRICT MERGER; INCENTIVES  

(a)  Equalized homestead property tax rates or RED incentive grant.  A RED’s plan of 
merger shall provide whether, upon merger, the RED shall receive an equalization of its homestead 
property tax rates during the first four years following merger or an incentive grant during the first year 
following merger.   

(1)(A)  Equalized homestead tax rates.  Subject to the provisions of subdivision (C) of this 
subdivision (1) and notwithstanding any other provision of law, the RED’s equalized homestead property 
tax rate shall be  

(i)  decreased by $0.08 in the first year after the effective date of merger;  
(ii)  decreased by $0.06 in the second year after the effective date of merger; 
(iii)  decreased by $0.04 in the third year after the effective date of merger; and  
(iv)  decreased by $0.02 in the fourth year after the effective date of merger. 

(B)  The household income percentage shall be calculated accordingly. 
(C)  During the years in which a RED’s equalized homestead property tax rate is decreased 

pursuant to this subsection, the rate for each town within the RED shall not increase or decrease by more 
than five percent in a single year.  The household income percentage shall be calculated accordingly. 

(2)  RED incentive grant.  During the first year after the effective date of merger, the commissioner 
of education shall pay to the RED board a RED incentive grant from the education fund equal to $400.00 
per pupil based on the combined enrollment of the participating districts on October 1 of the year in 
which the successful vote was taken.  The grant shall be in addition to funds received under 16 V.S.A. § 
4028. 

(3)  Common level of appraisal.  Regardless of whether a RED chooses to receive an equalization of 
its homestead property tax rates or a RED incentive grant, on and after the effective date of merger, the 
common level of appraisal shall be calculated independently for each town within the RED for purposes 
of determining the homestead property tax rate for each town. 

(b)  Capital debt service.  Beginning in fiscal year 2018, and notwithstanding any other provision of 
law, the commissioner annually shall reimburse from the education fund the amount of interest paid in 
the prior year by a RED to its lender on borrowing in anticipation of any state school construction aid that 
was owed to a merging member of the RED as of the effective date of this act and has not been paid to the 
RED by the state as of July 1, 2016.   

(c)  Sale of school buildings.  Subject to the provisions of Sec. 3(d) of this act:  
(1)  if a RED closes a school building and sells the school building, or an energy saving measure 

within it as contemplated in 16 V.S.A. § 3448f(g), then neither the RED nor any other entity shall be 
required to refund a percentage of the sale price to the state pursuant to chapter 123 of Title 16; and 

(2)  if a participating district retains ownership of and closes a school building as part of the 
electorate-approved plan for merger and the participating district sells the school building or energy 
saving measure associated with the building, then neither the district nor any other entity shall be 
required to refund a percentage of the sale price to the state pursuant to chapter 123 of Title 16.   

(d)  Merger support grant.   
(1)  If the merging districts of a RED included at least one “eligible school district,” as defined in 16 

V.S.A. § 4015, that had received a small school support grant under section 4015 in the fiscal year two 
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years prior to the first fiscal year of merger, then the RED shall receive a merger support grant annually 
in an amount equal to the small school support grant received by the eligible school district in the fiscal 
year two years prior to the first fiscal year of merger.  If more than one merging district was an eligible 
school district, then the merger support grant shall be in an amount equal to the total combined small 
school support grants they received in the fiscal year two years prior to the first fiscal year of merger. 

(2)  Payment of the merger support grant under this subsection (d) shall continue annually unless 
explicitly repealed by the General Assembly; provided, however, that the Secretary shall discontinue 
payment of the grant in the fiscal year following closure by the merged district of a school located in what 
had been an “eligible school district” prior to merger; and further provided that if a school building 
located in a formerly “eligible school district” is closed in order to consolidate with another school into a 
renovated or new school building, then the Secretary shall continue to pay the grant during the 
repayment term of any bonded indebtedness incurred in connection with the consolidation-related 
renovation or construction.   

(e)  Consulting services reimbursement grant.  From the education fund, the commissioner of 
education shall pay up to $20,000.00 to the merger study committee established under 16 V.S.A. § 706 to 
reimburse the participating districts for legal and other consulting fees necessary for the analysis and 
report required by 16 V.S.A. § 706b.  The study committee shall forward invoices to the commissioner on 
a quarterly basis.  The commissioner shall reimburse one-half of the total amount reflected in each set of 
invoices and the remaining one-half upon completion of the final report, provided that no payment shall 
cause the total amount paid to exceed the $20,00.00 limit.  In addition, any transition facilitation grant 
funds paid to the RED pursuant to subsection (g) of this section shall be reduced by the total amount of 
reimbursement paid under this subsection (e). 

(f)  Multiyear budgets.   
(1)  In addition to the option of proposing a single-year budget on an annual basis pursuant to the 

provisions of chapter 11 of Title 16 and notwithstanding any other provision of law, a RED formed 
pursuant to Secs. 2 and 3 of this act shall also have the option to propose one or both of the following: 

(A)  A multiyear budget for the first two fiscal years of its existence that will be included as part 
of the plan that must be approved by the electorate in order to create the RED.  

(B)  A multiyear budget for the third and fourth fiscal years of its existence that is presented to 
the electorate for approval at the RED’s annual meeting convened in its second fiscal year. 

(2)  The plan presented to the electorate to authorize creation of the RED may contain a provision 
authorizing the RED, beginning in the fifth fiscal year of its existence to present multiyear proposed 
budgets to the electorate once in every two or three years. 

(g)  Transition facilitation grant.   
(1)  After voter approval of the plan of merger, the commissioner of education shall pay the RED a 

transition facilitation grant from the education fund equal to the lesser of: 
(A)  five percent of the base education amount established in 16 V.S.A. § 4001(13) multiplied by 

the greater of either the combined enrollment or the average daily membership of the merging districts 
on October 1 of the year in which the successful vote is taken; or 

(B)  $150,000.00.  
(2)  A transition facilitation grant awarded under this subsection (g) shall be reduced by the total 

amount of reimbursement paid under subsection (e) of this section. 
(h)  [Repealed.] 

Note: This document is provided for guidance only and does not have the force of law. See the underlying 
statutes and/or Acts for more detail. 
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